Major labor relations challenges that we anticipate
in 1983 include working out the first comprehensive
labor agreement covering our work force in Panama,
agreeing on new contracts covering DoD Dependents
Schools teaching personnel worldwide, and negotiating
cases involving National Guard Bureau policies on
wearing the military uniform and on the scope of griev-
ance and appellate procedures for technician personnel.

"While we are unhappy with
the current merit pay system,
the department stilt strongly
supports the concept of
performance-based incentives.
In the interests of a more
effective pay-for-performance
approach to civilian
compensation, we have
therefore developed and
recommended to the Office of
Personnel Management a
legislative proposal which will
correct deficiencies in the
current merit pay system."

Effective personnel management, whether it involves
labor relations, work force motivation, or productivity
enhancement, requires an understanding of how per-
sonnel policies and practices affect the DoD labor force.
The Office of the Secretary of Defense therefore main-
tains an active program of research on civilian personnel
issues, In addition, the services conduct their own stud-
ies through offices such as the Navy Personnel Research
and Development Center, the Army Research Institute,
and the 'Air Force Human Resources Laboratory, Among
research programs being sponsored by DoD in FY 1983
is application of economic modeling techniques to as-
sess how federal compensation policies and proposed
changes to them will affect labor force retention.

A second research project will evaluate the civilian
requirements determination process. It will address
questions such as what criteria managers apply in choos-
ing between military and civilian labor for support serv-
ices and to what extent they consider using capital in-
stead of labor for those same support services. Based
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on results of this survey of current practices, we will
recommend improved methods for establishing and de-
fending civilian employment requirements.

A third project expands on research designed to eval-
uate and document the cost and effectiveness impacts
that result from the A-76 cost study process. This study
should give us better insight into why that system pro-
duces economies. Initial results suggest that the effi-
ciency review process yields a considerable portion of
the savings realized.

The purpose of the research projects I have described
thus far is to help us obtain the most effective civilian
labor force possible within the funds appropriated by
Congress, This objective is as valid in peace as in war-
time. A fourth project will assess how well DoD in-
stallations are prepared to expand their civilian work
force in the event of a military mobilization.

Civilian employees are essential in meeting our re-
sponsibility to defend the nation. Through research ef-
forts such as those just described and through the man-
agement initiatives outlined earlier, DoD can improve
its use of this resource. The challenge to the department
in the 1980s is to project accurately and to obtain ap-
proval in the budgeting process for the level of civilian
employment required to execute our missions; this plan-
ning requirement extends to mobilization scenarios as
well. We must continue to find more productive meth-
ods of accomplishing these jobs and institute incentive's
and management tools which bring about higher pro-
ductivity. Defense managers at all levels must meet the
challenge of attracting, retaining, and motivating peo-
ple with the skills and talents that we need in an era of
changing personnel policies and compensation systems.
Success in achieving these civilian personnel manage-
ment objectives is an important key to meeting the
nation's defense needs,
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